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of need for such equipment to be in-
stalled in the facility as a condition for 
participation for providers of services 
under title XVIII and title XIX of the 
Social Security Act, and (2) his deter-
mination that upon installation of 
such equipment the project will meet 
the fire safety requirements prescribed 
by the Secretary of HHS for participa-
tion under titles XVIII and XIX of the 
Social Security Act, and (3) his judg-
ment that the cost estimate for pur-
chase and installation of the equip-
ment is a reasonable cost estimate. 

(b) Filing of application. An applica-
tion for insurance of a fire safety loan 
for a nursing home, intermediate care 
facility, assisted living facility or 
board and care home shall be sub-
mitted on an approved HUD form by an 
approved lender and by the owners of 
the project to the local HUD office. 

(c) Application fee. An application fee 
of $2.00 per thousand dollars of the 
amount of the fire safety loan applied 
for shall accompany the application. 
The minimum application fee shall be 
$50.00. 

(Information collection requirement ap-
proved by the Office of Management and 
Budget under control number 2502–0029) 

[39 FR 28966, Aug. 12, 1974, as amended at 50 
FR 37523, Sept. 16, 1985; 59 FR 61228, Nov. 29, 
1994]

§ 232.510 Commitment and commit-
ment fee. 

(a) Issuance of commitment. Upon ap-
proval of an application for insurance, 
a commitment shall be issued by the 
Commissioner setting forth the terms 
and conditions upon which the fire 
safety loan will be insured. 

(b) Type of commitment. The commit-
ment will provide for the insurance of 
the loan after satisfactory completion 
of installation of the fire safety equip-
ment, as determined by the Secretary 
of HHS. 

(c) Term of commitment. (1) If the com-
mitment fee is paid as required, a com-
mitment shall have a term within 
which the borrower is required to begin 
construction, and if construction is 
begun as required, for such additional 
period as the Commissioner deems nec-
essary for satisfactory completion of 
installation. 

(2) The term of a commitment may 
be extended in such manner as the 
Commissioner may prescribe. 

(d) Commitment fee. A commitment 
fee which, when added to the applica-
tion fee, will aggregate $4.00 per thou-
sand of the amount of the fire safety 
loan (with a minimum total of $50.00 
for both fees) set forth in the commit-
ment, and shall be paid prior to 
issuance of the commitment. 

(e) Reopening of expired commitments. 
An expired commitment may be re-
opened if a request for reopening is re-
ceived by the Commissioner within 10 
days of the expiration of the commit-
ment. The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
expired commitment. If the reopening 
request is not received by the Commis-
sioner within the required 10-day pe-
riod, a new application, accompanied 
by the required application and com-
mitment fee, must be submitted. 

(f) Increase in commitment prior to en-
dorsement. An application, filed prior to 
endorsement, for an increase in the 
amount of an outstanding firm com-
mitment shall be accompanied by a 
combined additional application and 
commitment fee. The combined addi-
tional fee shall be in an amount which 
will aggregate $4.00 per thousand dol-
lars of the amount of the requested in-
crease. If an inspection fee was re-
quired in the original commitment, an 
additional inspection fee shall be paid 
in an amount computed at the same 
dollar rate per thousand dollars of the 
amount of increase in commitment as 
was used for the inspection fee required 
in the original commitment. The addi-
tional inspection fee shall be paid prior 
to the date installation of fire safety 
equipment, is begun or, if installation 
has begun, it shall be paid with the ap-
plication for increase.

§ 232.515 Refund of fees. 
If the amount of the commitment 

issued or an increase in loan prior to 
endorsement is less than the amount 
applied for, the Commissioner shall re-
fund the excess amount of the applica-
tion and commitment fees submitted 
by the applicant. If an application is 
rejected before it is assigned for proc-
essing, or in such other instances as 
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the Commissioner may determine, the 
entire application and commitment 
fees or any portion thereof may be re-
turned to the applicant. Commitment 
and reopening fees may be refunded, in 
whole or in part, if it is determined by 
the Commissioner that the installation 
of fire safety equipment for the project 
has been prevented because of con-
demnation proceedings or other legal 
action taken by a governmental body 
or public agency, or in such other in-
stances as the Commissioner may de-
termine.

§ 232.520 Maximum fees and charges 
by lender. 

The lender may collect from the bor-
rower the amount of the fees provided 
for in this subpart. The lender may 
also collect from the borrower an ini-
tial service charge in an amount not to 
exceed one and one-half of one percent 
of the original principal amount of the 
loan to reimburse the lender for the 
cost of originating and closing the 
transaction. Any additional charges 
shall be subject to the prior approval of 
the Commissioner.

§ 232.522 Inspection fee. 
The commitment shall provide for 

the payment of an inspection fee in an 
amount not to exceed $5.00 per thou-
sand dollars of the commitment. The 
minimum inspection fee shall be $50.00 
paid prior to the date construction is 
begun: Provided, however, That in no 
case shall the combined total of the 
fees provided for in §§ 232.505, 232.510 of 
this section exceed one percent of the 
original principal face amount of the 
loan.

ELIGIBLE SECURITY INSTRUMENTS

§ 232.525 Note and security form. 
The lender shall present for insur-

ance a note and security instrument, if 
required, on forms approved by the 
Commissioner for use in the jurisdic-
tion in which the property to be im-
proved is located.

§ 232.530 Disbursement of proceeds. 
At the time of endorsement for insur-

ance of the note by the Commissioner, 
the entire principal amount of the note 
shall have been disbursed to the bor-

rower or to his creditors for his ac-
count and with his consent.

§ 232.535 Loan multiples—minimum 
principal. 

The loan shall involve a principal ob-
ligation in multiples of $100, and the 
minimum principal obligation shall be 
$10,000. 

[40 FR 4908, Feb. 3, 1975]

§ 232.540 Method of loan payment and 
amortization period. 

(a) Monthly payments. The loan shall 
provide for monthly payments on the 
first day of each month on account of 
interest and principal and shall provide 
for payment in accordance with the 
amortization plan as agreed upon by 
the borrower, the lender and the Com-
missioner. 

(b) Amortization period. (1) The loan 
shall have an amortization of either 5, 
10, or 15 years by providing for either 
60, 120, or 180 monthly amortization 
payments. No fire safety loan shall 
have an amortization period in excess 
of 15 years unless the amount of the 
loan exceeds $50,000.00, in which event 
the amortization period may be in-
creased to 20 years, with a provision for 
240 monthly amortization payments. 

(2) In any event, the loan shall have 
a maturity satisfactory to the Commis-
sioner of not less than 5 or more than 
20 years from the date of the beginning 
of amortization or the Commissioner’s 
estimate of the remaining economic 
life of the structure, whichever is the 
lesser. 

(3) The Commissioner shall establish 
the date of the first payment to the 
principal.

§ 232.545 Covenant against liens. 
(a) The security instrument shall 

contain a covenant against the cre-
ation by the borrower of additional 
liens against the property superior or 
inferior to the lien of such instrument, 
except with the prior approval of the 
Commissioner. 

(b) The covenant required under 
paragraph (a) of this section shall not 
apply where a lien inferior to the lien 
of the insured mortgage is given in 
favor of a Federal, State or local gov-
ernmental agency or instrumentality 
under such circumstances as may be 
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